12 SURVEY OF CURRENT BUSINESS

July 1942

Distributive Costs of Consumption
Commodities

By Bruce M. Fowler and William H, Shaw

HAT the cost incurred in the flow of consumption
commeodities through distributive channels con-
stitutes a substantial segment of their final cost has
long been recognized. But despite this recognition
there have been very few comprehensive estimates of
the importance of this segment. It is the purpose of
this article to set the various distributive costs—trans-
portation charges, wholesale margins, and rctail mar-
gins—in proper perspective by showing their relative
magnitudes during the last decade.
These estimates of distributive costs were derived as
a byproduct of the compilation of the national income
in terms of final produets or actual goods and services
produced. The flow of consumption commodities
through private enterprises, measured at final costs,
counstituted a major component of the study. Due to
the nature of the available data, the estimating pro-
cedure involved securing data at produeers’ prices,
classifying and allocating the different commodities
into appropriate groups, and then tracing the various
groups through the distributive system. A preliminary
report presenting the estimates of gross commodity
flow thus obtained has already been published.?
Although the form of the present estimates has been
conditioned by their use in commodity flow estimates,
and is consequently different from that of a study
designed primarily for the analysis of distribution
costs, the data are believed of sufficient value to warrant
their presentation.? The recent maximum price regu-
lation highlights the current utility of information of
this type. TIor example, the problems of the “squeeze”
and “rollback” that have developed as a result of the
regulation are in part problems of the relationship
between wholesale and retail margins.
Distribution of Total Cost of Consumption Commodities.
The percentage distribution of the total cost ‘of
consumption commodities is summarized in table 1
by major commodity groups. The percentage “re-
ceived by the producers” is the ratio of the value of
the finished commodities at the point of output to the
final cost. By ‘““point of output’ is meant the location
L Shaw, Witliam H., “Thoe Gross Flow of Finished Commoditics and New Con-
struetion, 1920-41,"" Surpey of Current Business, April 1042, p. 13,
Tt should be kept in mind that the dataare rough estitates and ihat their vetin-

bility is dependent on the sources utilized. See Appendix note for o deserijtion of
soutrees and metheds.

at which the [abrication of the consumption com-
modity has been completed. Thus, all raw material
and processing costs are included. The percentage of
the final cost going to transportation agencies refers
solely to the cost of moving the commodities from the
producer to the initial distributor, since the cost of
transporting raw materials and partly processed goods
is already included in the value at the point of output
and the costs of moving finished commodities between
the various distributors and from the retailers to con-
sumers are included in the wholesale and retail margins.
Finally, the percentages received by wholesalers and
retailers are the differences between the cost of goods
sold by wholesalers and retailers and the respective net
snles expressed as ratios of the total cost to users,

Table 1.—Percentage Distribution of Total Cost of Consump-
tion Commodities, 1929-39

Major commodity group 1926{1930(1931|1932] 1933 | 1934} 19351436/ 1937 | 1935/103%
All consumption commodities:
Pereentage received by pro-
ducers__ . .- |61, 4|01. 4] 59. 859, §| 56, 9|50. §|62. 4|(2. 5/62, 561, 9|61, 4
Percentage “received by dis-
tributors ... et 39, G|38. 6140, 2140. 543, 1140. 4|37, 6]37. 5|87. 5/38. 138.6
Transportation, produe-
ers to distributors. . __ 5.2 3.1 8.7 4.2 4.5 4.1} 3.9} 3.8; 8.7 4.1] 4.1
Whelesalers. . voeceennnn- 6.9] 6.6] 6.7) 6.0 6.%] 6.3) 5.7 58] 6,0 6.1| 6.4
Retailers. 28, Fr28. 9]29. 8{28. ¥|31. 7|30, D[28. 0/27. 9(27. 8(27. 9|28. 1
Perishalich consumption com-
me
Pucentage received by pro- |
VTt 63. 7|62, Gi60. 3|59, ¥[58, 2(60, 8|64, 4|64, 2[64. 5(03. ¥(63. 1
Peroentaga reocived by
tribuators. .ol 37. 4139, TH40. 3141, 8(39. 2|35. 0|35, 8]35. 5|30, (36, 0
Transportation, prodie.
ers to distributors. ... 4.1| 4.3| 50| 56| 56| 5.0} 4.7} 4.4] 4. 3| 5.0 5.0
Wholesalers. o..cceceannn G 7.l 7.3 7.5 v.4] 6.7} 5.8) 6.0{ 6.2| 6.7| 7.0
Retailers. .. ooan. 25. 3(26. 0|27. 4|27. 2/28. 8)27. 5/25. 1|25, 4/25. D[26. 2(24. 9
Somldumble consgmption gom-
moPdtti g ib
TEoN received by pro-
AUCCTS. ..o wrsvrmmmmmnmnnn 62, T{03. 3{G2, 5|61, 857, 0] 59. 8]60. 2{G0. 5160, 4|60, 2|50. 4
I’oroentsgo received by dis-
[Ttk T 37. 136, 7(37. 5[38. 2|43. 0[40. T|29. 8(35, 530, 6[39. 8|40.6
Transpariation, produc-
ers to distributors. -...| 13| 1.0] 1.3] 1.1} 2.0f 1.9 2.1] 22| 1.8 2.0/ 21
Wholesalers. o caececean- 3.7 3.3 3.4 3.2{ 5.5 3.4 3.0 3.0/ 3.2 3.1] 5.2
Retailers_ ... 32, 3)32. 4|32, B{33. B(37. 5(35. 4]34. 7/34. 3[34. 634. 7135.3
Dgrénb]e corsumption comtno-
1108
Percentage received by pro- .
AUCETS. <\ e .| 54, 3[55. 2( 54 9|55, 5{50. 5|54. G167. 7)58. 8158, 8(38.7|57.7
Percentage received by dis-
[T 111 B S, 45, |44, 845, 144, 5[40, 5|45, 442, 3141, 2(41, 2|41, 3[42. 3
Transportation, produc- i )
ers to distribators ... 3.0] 20| 2.21 2,.4] 3.95] 3.1| 3.0| 3.6] 3.4] 3.0 3.3
Wholesalers 0.0 90| 88 7.7| 2.7} 8.9| 8.8] 8.6| 8.4} 7.7| 7.9
Retailors. .o oevvarecnanaan 2. 7|33, 8[34, 1)34. 4,36, 3{33, 4(20. 9129029.4r'm_631.1

Souree: T, 8, Bureau of Forsign and Dotestic Commerce,
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The distributive agencies received from 38 to 43
percent of the total expenditures made for all consump-
tion commodities during the past decade? Although a
definite eyclical fluctuation may be noted, the year-to-
year changes are not especially marked nor is any
decided trend indicated. Incressing gradually from
39 percent in 1929 to 41 percent in 1932, the percentage
rose to 43 in 1933, dropped back to 40 in the following
yvear and then became stabilized at 38 percent for the
next 5 voears,

Figure 5. —Percentage Distribution of Total Cost of Con-
sumption Commaodities
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Analysis of the percentage going to cach of the dis-
tributive agencies during the period reflects the same
general picture, although the eyelical luctuation at the
wholesale level is less proncunced than that of the other
two components. From 3 to 4 percent of the expendi-
tures made for consumption commodities went to the
agencies transporting these goods from the producer
to the initial distributor, 6 to 7 percent went to whole-
salers, and 28 to 32 pereent to retailers.

Although indicative of the magnitude of the costs of
distribution and the year-to-year changes in their rela-
tion to the total expenditures for consumption com-
moditics, this over-all picture does not reveal the marked
differences obtaining in the trends and levels of the
broad classes of commodities included. The amount
received by distributors of perishable consumption
commodities *—chiefly foods and fuels—ranged from
36 to 42 percent of the total price paid, or slightly less
than that for all commodities as a whole. Since the
value of the commodities comprising this group con-
stitutes about two-thirds that of all consumption com-
modities, the existence of » marked sinilarity in both
the magnitude and changes of the ratios for this group
and those for all commodities combined is not surprising.

¥ These estimates are lower than those made by the Twentieth Century Fund in
Does Dislribution Cost Too Much? (New York, 1030, hecause of differences in defini-
tion, Distributive costs iz thet study included transpertation and storage chorges
for raw materials and goods in various steges of manufacture destined for further
fabrication. Since these charges ste included in the value of the Gnished product at
the point of output, they are considered in this ariicle es 8 cost of production,

4 The cotnmeodities ineluded in the various major groups are indieated by the minor
group desigogtions in tablo 3.
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A larger percentege of the final cost went forr the
transportation of perishable consumption commoditics
from the producer to the distributors than was the case
in the other major groups. The 5-percent ratio ob-
taining in 1939 is representative of the share received
during the entire 11-year period by this segment of our
distribution system, ranging as it did beiween 4 and 6
percent. This larger percentage is attributable chiefly
to the lower value of most of these commoditics at the
point of production and fairly long hauls. For example,
neither fresh produce nor coal requires much processing
before entering -distributive channels, and both have
relatively low values per carload. Moreover, improved
methods of refrigeration have resulted in fresh firuits
and vegetables being shipped increasingly greater
distances. ' :

Figure 6.—Percentage Distribucion of Total Cost of Consump-
tion Commodities by Major Groups in;1939
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In contrast, the 25 to 29 percent of _the final cost
received by the retailer represents a much smaller
proportion than that accruing to retailers from the
semidurable and durable groups, in part a reflection of
the high turn-over rate of foods. The portion going to
the wholesaler varied from 6 to nearly 8 percent for the
same period. Cyclical fluctuations and other factors
jaffecting the wholesale and retail segments are discussed
n the section on ““Gross Margins,” :

“The total distributors’ sharc of expenditures for
semidurable consumption commodities differed omly
slightly from that obtaining for the perishable group in
the years prior to 1935, Since that time, however, the
percentage going to distributors for the latter group
deelined, whercos that gomng to distributors of semi-
durable items remained relatively constant.

On the other band, the components of the total dis-
tributors’ share differed markedly between the two
groups. The commodities classified as semidurable—
clothing, light housefurnishings, etc.—eare for the mosb
part manufactured in many sections of the country and
therefore require relatively shorter hauls to reach the
distributor. Furthermore, these commodities have
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relatively high values per carload. For these reasons
the portion of the final cost going to those transporta-
tion agencics that moved these goods from the factory
to the distributors did not exceed 2 pereent during the
11 years. The wholesalers’ share of the total cost was
also lower than that for either of the other two major
groups of commodities, fluctuating between 3 and 4
percent over the entire period, On the other hand, the
amount going to the retailer totaled at least one-third
of the entire expenditure for these items—a higher
ratio than that recorded for the other groups.

Approximately 42 percent of the amount spent in
1939 for durable consumption goods went to pay for the
distributive services rendered. From 1929 through
1932 the average was 45 percent, then it rose to nearly
50 percent in 1933 but dropped back to 45 percent in
the following year from which point it setiled to the
41-42 percent level maintained since 1935.

Longer hauls from the geographiecal centers of produc-
tion, which tend to be highly concentrated for this
group of commodities, resulted in a higher proportion
of their final value going to agencies engaged in trans-
poriing them to the distributors than was the case for
semidurable goods. The ratio, which ranged between
2 and 4 percent over the decade, did not approach that
of the perishable group, however. The portion of the
final value going to the retailer has varied during this
period from 29 to 36 percent with the percentage for
1939 being 31. The remaining 8 to 10 percent was
ptid to the wholesaler.

Wholesale and Retail Gross Margins.

Wholesale and retail gross margins were estimated
for each minor commodity group by computing the
ratio of operating expenses to total net sales and making
an appropriate allowance for profit or loss. These
margins, being percentages of sales, must be converted
to mark-ups or percentages of cost before they can be
applied to dollar cost values as was done in the study
presented in the April Survey.® Transportation mar-
gins were computed by expressing freight revenues as
percentages of commodity values at point of destination.

The sum of these gross margins does not equal the
percentage distribution of the total cost going to these
distributors for two reasons. IFirst, the gross margins
express the cost of cach step of distribution as a per-
cent of the commodity value at that point, while the
table showing the distribution of the total cost expresses
cach of these costs as a percent of the final cost, The
use of a different base naturally yields a different per-
centage relationship for each component. The second
veason is that some goods do not flow through each of
the successive stages comprising the distribution system
but skip onc or more steps. For instance, analysis of
the sales of manufacturers shows that a substantial

b (iross moTzing may be converted to mark-ups by use of tho cquation Afm 11133069

where M is tho mark-up or percentape of cost and & is the gross margin, or per-
eentage of sales.
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portion is sold directly to retailers and consumers and
thus does not pass through the wholesale stage. Simi-
larly, some of the sales made by wholesalers bypass
the refailers and go directly to consumers.

Cyelical fluctuations were more pronounced for the
transportation margins than for either the wholesale
or retail margins. Only one major change was made
in the freight rate structure of the railroads during
the period covered by this study so that the transpor-
tation charges were far more rigid than the values of
the various commodities to which they applied. The
more imporfant factors contributing to the differences
i these transportation margins between commodity
groups have already been indicated in the preceding
section and will therefore not be repeated. The basic
data are shown, however, with the other margins in
tables 2 and 3.

The wholesale gross margin for all consumption
commodities rose from 14 percent in 1929 1o over 15
percent in 1933 and dropped to less than 13 percent in
1935. These figures represent both the upper and
lower limits for the fluctuations during the entive
il-year period. An inverse cyclical movement is thus
clearly cvidenced-—a characteristic of all the gross
margins in this study.

Table 2.—Transportation Charges (Producers to Distributors)
and Gross Margins, by Major Commodity Groups, 1929-39

1928119301 1031(193211093 1934'!1935 1086'193’?'1

938'1939

Major commodity group
Trensportation charges {pro-
duesrs to distributors) a3 per-
centapes of commodity values
at destination:
Perishable  consumption
commodities i ........ ----| 5.8] 5.8 7.3 7.8 8.4 6.8 0.4| 6.4 5.9 .1} 7.3
Spmidurable consumption
ecommodities. ... ... 20| 1.7) 2.2 2.6] 3.3] 2.9 4.2 3.3 2.0] 3.3/ 3.3
Dum‘blé eonsumpt.ion coms-
modit 4.8 40| 1.4 5.2| 58] &.5] 5.8 £.7| 5.3] 52| 52
A.ll oonsumptmn cotnmod i
.................... 4.5 4.6] 5.7| 8.4 7.0] 5.9 50| 5.6/ 5.2 6.0) 6.1
“'holesnle 58 marging:?
Porjshabla eonsumption
ecommodibies i e aoao 12, 4}13. 1|14, O|14. 5{14. 4/23. 0|11, 1y 11. 4/11. 7|12, 4/13. 3
Semidurable consumption
comimnodities. 2|14, 2]14. 2|14, 5|15. 0|16.1)16. 3|14. 5{14. 214, 14, 615, 1
Dumblo oon.sumption com-
> [T S, 19.7|19.8/10. 5[18.6 10.418.%1&4 16. 316 3116.8]16.7
M] consumption eommad-
es ) ol 14, 314, §{15. H15.1 15.214.212.512.812 913.414.1
Roetail gross margins:?
Perishable consnmptmn
commodities? . __.____ - - |26. 3|26, O|28. 4]2B. £]20. 25. & 26. 1|26, 25.926.220.7
Semidurable consumption |
commaodities. .. .aeoaaaaan 33. 1(38. 0{33. 5/34. 3(38. 136, 35 3.36.0
ursble consumption com- | 1
modities. ... .ceeemeaa o 34, 0(33. 8]a5, 3[36. 537, B(34, 5,31. 230 2 31 G321
Allesnsumption commod- |
ites e 20. 6130. 030 H20. 8323312

29. 023.9‘23.7]29.0 29.7

|

| Byeludes nenmanafactured honsehold feds for which data are not svailable
1 Arozss mergin is the dilference hetwcon cost of goods sold and net sales, exprossed as
& percontage of net sales.

Source: U, &, Burept of Forcign and Domestio Jommerce,

The eauses of this inverse movement are found in the
fact that prices paid by wholesalers {or retailers] for
commodities are more sensitive than pricesreccived, and
in a greater rigidity in some operating expenses than in
total realized sales. With respect to commodity
prices, it is clear that a lag of wholesale [or retail] -
prices bohind prices paid by wholesalers jor retailers]
tends to raise margins on the downswing of the cycle
and lower them on the upswing. With respect to
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rigidity of operating expenses it is evident that when
the volume of sales drops, a corresponding decrease in
expenses, especially in rents, interest payments and
property charges, cannot usually be effected. Since
for competitive rensons the wholesaler {or retailer] may
find it difficult to meet this relative rise in costs by a
price rise, an increase in the ratio of these costs to sales
is inevitable. :
Figure 7.—Transportation Charges (Producer t¢ Distributor)

and Gross Margins of Consumption Commeodities by Major

Groups
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Retail gross margins are much larger than the cor-
responding margins in wholesale trade for the same
types of commodities. Since 1929 the retail gross
margin for all consumption commodities has ranged
from 29 to 33 percent—a level slightly more than double
that of the margin for wholesale trade. 'This difference
in level is partly the result of smaller average sales
volume per establishment and of the multiplicity of
services offered, e. g., local regular and special deliver-
ies, privilege of return and exchange, trade-in privi-
leges, “free” installation, extension of libernl credis
terms, elaborate newspaper and radio advertising, pro-
vision for free parking, maintenance of complete stocks
of all sizes and grades and the need {or accessible loca-
tions at street intersections or along important thorough-
fares.
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A more intensive cyclical fluctuation as well as 2
lower level differentiate both wholesale and retail mar-
gins for perishable consumption commeodities from
those of the other two groups. One probable reason
for this is the greater intensity of competition in the.
distribution of these goods while another factor is the
smaller ratio of average stock inventory to annual sales
for many of these commodities and hence the lower
unit cost for investmnent in stock, storage space, and
interest charges. The wholesale margin has fluctuated
between 11 and 14 percent for these commodities while
the retail margin has ranged from 26 to 30 percent.

Changes in wholesale gross margins for semidurable
eonsumption commeodities have not been as marked as
those for the other two groups. During the 11 years
these margins did not vary over 2 percent, having
fluetuated around 15 percent for the entire period. In
marked contrast the retail gross margin for semidurable
commodities shows a definite upward trend as compared
to the fairly stabilized levels of retail marging for the
perishable and durable groups. The retail margin
rose from 33 percent in 1929 to a peak of 38 percent in
1933, and then dropped back to about 35 percent dur-
ing the late 30%s.

Durable consumption commodities as a group reflect
higher wholesale margins than those shown by the non-
durable groups. This difference in level has decreased
substantially sinee 1929, however, there having been &
downward trend for the durable group as compared
with the slight upward trend for the other two groups.
Thus the wholesale margin for durables in 1929 was 20
percent and for 1939 was 17 percent.

The trend of the retail gross margin for durable con-
sumption commodities differed se markedly from those
of the other major groups since 1929 that an examina-
tion of the components was necessary in order to under-
stand the movements of the group as & whole. The
margins for passenger cars were found to display trends
at variance with those shown by the margins of the
other items classified as durable. However, if passen-
ger cars are eliminated from the group, the trend is
found to parsllel that for the average margin of all con-
sumption commodities but at a level approximately
one-third higher. Lower rates of turnover and the com-
plexity of services involved in sclling durable commodi-
ties, notably costs of handling trade-ins and for some
commuodities costs of installation, are factors contribut-
ing to this higher level.

Gross Margins for Minor Commeodity Groups.

The year-to-year changes by major groups reflect
more than the trends of the margins of the commodities
within a group; they are influenced by shifts in the
relative importance of the various commodities. This
is especially true in cases where there is & marked diver-
gencein the marginsof these commoditics. Forinstance,
passenger cars constituted only 31 percent of the dollar
value of all durable consumption commodities purchased
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Table 3.—Transportation Charges (Proeducers to Disttibutorsy)r and Gross Marging, by Minor Commedity Groups, for Specified
ears
Trensportation charges {pro-

ducars Lo disiributors) as per- : -
centage of commodity valaes ‘Wholesale grass margin | Retail gross marglin 1
Miner commodity groups at destination ;
1929 1833 1935 1939 1929 1933 1835 1939 1629 1938 1035 1039
All eonsumption commodities ... L 4,5 56 14.3 152 4.1 20,6 20,0 7
Perishable consemption commodities:
1. Manuractured foods arid Kindred produets......occeaenannan. 4.3 10.5 12.5 12.6 2.1 25. 5
2. Monmanulactured foods. oo oo L. . 8.5 126 5.6 4.2 2, 5 98, 5
3. Cigsrs, cigarettes, tobaces, and smoking supplies. ... 11 8 3. B 321 25.8
4. Drug preparations and houschold medieal supplies. 2.2 i%.8 30,4
5. ‘Toilet preparations. . .o oo 4.4 38,2 0.4
&. Cleaning and polishing prepsrations_ ... 4.4 15. 5 I
7. Magazines, newspapers, and other printed matt 2.1 151 7
£, Statippery and writing supplies ... . 2,1 20,1 7
¢. Miscellaneons household paper preduets. . oo moiiemee 21 17.3 2
10. Toys, ghmes, Sport supplics R 2.1 17.¢ 4
11. Manufaetured household Sjuminating snd beating produets..] 1L 1 12,2 2
12. Nonmenufactured honsehold fuels . (0] o)
13, Fuels for passenger cars .- 1 14,4
Al perishable eonsumption commodities 2. 3
Semidurable consumption eommodities:
14, Clothing and 2ecesS0ries. - oo aaas ;LB .

15. Shoes and other fpotwwear... .
16, Personsl frmishingS .. oo
17. Dirygeods and notions I

18, Semidurable housa furnishings
19, Replagement tires and tabes... .. e epeaman

20, Psssen%er car teplacement parts and aceessories.
All semidurable consumption commedities..

TDrarable consum pticn cominodities:

1, Houschold foroitare. .. oo
. Floor eOVerings. o oot aes i aan e
. Miseellaneous durable house furnishings....
. Heating and cook[ag APPAratUS. ae o ve i o ceecame e mammsmanan
. Refrigerators, washing machines, and sewing machines
. Electrieal houschold appliances..
. Other honschold appHantes-. v omcee o ccvvancroiann
. China, glassware, tableware, and houschold ntensils.

., Radio apparatus apd phooograpbs.. ... ...
. Planos and organs
. Other musical instrummen
. Clocks eud wateh
. Jewelry ond sterling silverware. .. _...__
. Booksend other durable printed matter
. Writing eqmpment ......................... .

36. Ophthalmic produets, surgiesl and orthopedic appli
onuments and tombstones. _.e. oo

PRNRPRIPN RPN AN PR NESNEREN D

. Luggage. : .

. Whee) goods, durable toys and sports equipment. ...
. Passenger cars.
41, FPleasure-cralt g :

Al durable consumption commeodities. .o oo ioaiianan
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Source: U, S, Burean of Foreign and Dorestic Commeree.,

in 1933 as compared with 39 percent in 1935. The
retail gross margin for cars during this period dropped
from 22 to 18 percent, which is only two-thirds of the
margin for the group as a whole. Relationships such
as these, together with the usefulness of data covering
specific types of commodities, make the presentation of
gross margins by minor commodity groups (table 3)
desirable. The table is confined to the 4 years for
which business censuses were taken because of the
larger amount of basic data availakle and the fact that
these years serve as convenient benchmarks; 1929 and
1939 were years of relative prosperity, 1933 a year of
depression, and 1935 a year of recovery. _

It may be noted that for both wholesale and retail
margins the dispersion within each of the major com-
modity groups is considerable. Moreover, there are
interesting differences in the movements between the
specified years exhibited by the minor commodity
groups, even though there is a general tendency for
the margins to fluctuate inversely with the business
eycle. Al these differences would seem to offer a
fruitful field of investigation for marketing and com-
modity specialists.

Sources and Methods

Transportation Charges.—Freight revenue as & percent of the
value &t point of destination of goods being transported has been
computed periodically by the Interstate Commerce Commission
for each of ity 157 commeodity classifications.! In addition to
making estimates for the intervening years, it was necessary to
revise the earlier I. C. C. studies due to an improvement in
methodology developed in the 1939 report, Separate ratios were
computed for the 89 I. C. C. commodity classifieations that were
found to be related to one or more of the 41 groups of consump-
tion eomimodities in the final produets classification (listed in
table 3). Each ratio was obtained by relating the freight revenue
per ton of freight carried to the value of the commeodity per ton
at point of destination.

Freight revenue per ton of freight carried was computed by
dividing the smount of freight revenue from total tons carried
by the number of tons of revenue freight originated or terminated,
whichever was larger.” Since much of the tonnage originated
by Class X1, Class III, and other railways contiguous to Class T
railways, is delivered to Class I railways for further haul and
delivery at destination, the number of tons terminated better
represents the volume of certain commodities. handled by Class.

¢ Intorsiate Commerce Commiseion, “Freight Revanue and Valus of Commedities.

Transported on Clnss I Steam Railways in the United States," for the colendar years
1928, 1970, 1033, 1036, and 1039 (Statement Nos. 20111, 3242, 3552, 3747, and 4045).

T Published snnanlly by the Interstate Commerce Cotmission in table 3 of
“Treight Commodity Statistics, Class I Stenm Railways in the United States.”
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I railways than the tons reported as originated by them, Hence,
the number of tons originated, or terminated, whichever was
. larger, was used.

The value of each commodity group at producers’ delivered
prices was computed in the I, C, C. studies by averaging with
approprigte weights wholesale price data obtained from various
sources such as the Bureau of Labor Statistics, the. Bureaun of
Mignes, the Depariment of Agriculture, and the Department of
Commerce. Price series for the intervening years were obtained
as far as possible from the same sources to provide an unbroken
series of comparable values for each group of commodities.

For those groups in which other forms of transportation
carried a substantial proportion of the total amount shipped
and for which sufficient data were available, the percentages
derived from the I. C. C. data on railroads were supplemented
to provide the average ratio of the total cost of all types of
transportation to the value of the goods conveyed, Thus data
on the movement of petroleum products through pipe lines and
nonmanufactured foods by truck were analyzed and included
in the final transportation ratios.

Wholesale Gross Margins—The detailed kinds of business
reported in the Whelesale Censuses for 1929, 1933, 1035, and
1939 were Arst classified so as b3st to correspond with the minor
commodity groups. Operating expenses as a perceniage of net
sales were then computed for each type of distribution: Service
and limited function wholesalers, manufacturers’ sales branches
{with stocks), manufacturers’ sales offices (without stocks), and
agents and brokers. These percentages were averaged by
weighting the different types by the relative volumes of sales
to retailers and direet to home consumers. Since not all the
Censuses reporied in corresponding detail, adjustments of the
sort describzd bzlow for “jewelry’” had usually to be made.
No allowance was made for the services of proprietors of un-
incorporated establishments, but this omission results in an
understatement of the ratio of {otal operating expenses to net
sales of only a fraction of 1 percent,

Principal sources used to interpolate Census year expense
ratios for intercensal years were the series of wholesale surveys
made by Dun and Bradstreet, and Distribuiion Costs, An Infer-
wational Digest, Graduate School of Business Administration,
Harvard University, 1941. When appropriate wholesale data
were Jacking, the movement of the comparable group expense-
ratios for retail trade were used.

Profit and loss allowances required to transla,te the expense
ratios into gross-margin rafios were derived from the special
wholesale surveys whenever possible, For the remaining
groups gross margin-expense relationships developed for com-
parable retail groupings were used. Whenever possible the
adequacy of the profit and loss allowances was checked by
comparison with Statistics of Income data for wholesale corpora-
tions, 1929-39, and with unpublished tabulations for non-
corporate wholesale concerns for 1936 and 1939,

Retail Gross Margins,—Operating expenses as a percentage of
net sales for comparable types of stores most closely related to
the various minor commodity groups were derived for 1929, 1933,
1935, and 1939 from the Relwil Censuses, For 1939 the Census
reported only pay tolls; allowances for other operating expenses
were bised on the 1935 relationship of all operating expenses to
pay rolls. Since the 1933 Census of Refail Trade alone included
a satisfactory allowance for the services of proprietors and firm
memboars of unincorporated establishments, a similar adjustment,
to the expense data had to bs made for the other census years.
This was done on a basis comparable with that for 1983,
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Expense-ratios derived from a wide variety of sources were
used to inferpolate for intercensal years. Operating results of
departinent and specialty stores by commodities and by size of
stores were obtained from annual reports on Deparimential Mer-
chandising and Operating Resulls of Department Stores and Spe-
cially Siores published by the Confroller’'s Congress of the
IWational Retail Dry Goods Association. Special studies made
by Dun and Bradstreet, by the Federal Trade Commission, snd
by the Harvard University Bureau of Business Research;~and
by wvarious trade groups provided additional ratios for many
kinds of businesses.

These sources also provided the basie data for the profit and
loss allowanees required to translate the expense ratios into gross-
margin ratios, Whenever possible the adequacy of the derived
profit and toss allowances were checked by comparison with
Statistics of Income data for retail corporations, 1929-39, and
with unpublished tabulations for noncorporate retail econcerns
for 1936 and 1939.

For further e¢larification of the actual procedure involved in
estimating the wholesale and retail margins, the ‘“jewelry and
sterling silverware® group is deseribzd. Reported net sales and
operating expenses were obtained from the Whelesale Census of
1939 for each of the four general €ypes of jewelry wholesalers,
i. e., service and limited funetion wholesalers, manufacturers’
sales branches (with stocks), manufacturers’ sales offices (with-
out stocks), and agents and brokers. Ratios of operatingexpenses
to net sa]es were computed for the four typesand aweighted
sverage caleulated on the basis of the relative amounts of sales
to retailers and uléimate consumers. The same procedure was
followed for the three earlier census years except that for 1929
the lack of sufficient data on the distribution of sales made it
necessary to use the weights derived for 1935, A slight adjust-
ment was also required in the 1933 ratios bzcause of the less
detailed break-down of sales as eompared with 1985. This too
was based on 1935 relationships, .

The ratios for census years were interpolaied for intercensal
yearz by using a weighted average of ratics derived from annual
studies of the National Wholesale Jewelers Association (re-
printed in the Harvard digest of Dislribuiion Costs) and from a
Dun and Bradstreet survey for 1933 and 1834 of wholesale
jewelry concerns. Aggregate sales represenied.-by each sample
were used as weights, Net profit or loss ratios for the entire
period were derived from the sample surveys and added to the
opersting expense ratios to obtain the wholesale gross margin,

QOperating expenses as percentages of net sales for retail
jewelry stores were computed for 1929, 1933, 1935, and 1939
after making an allowance for proprietors’ services in 1929,
1935, and 1939 on the basis of the method suggested in the 1933
Census. An additional adjusiment was necessary in 1939 be-
cause pay rolls alone were reported in that year. The 1935
ratio of total expenses to pay rolls was used as a basis for this
adjustment.

Two studies provided ratios with which %o interpolate for
intereensal years: One of retail jewelry stores made by Dun and
Bradstreet for 1833—36 and 1939; and one of jewelry departments
of department stores made annually by the Controller’s Congress
and published in its reports on Departmental Merchandising and
Operating Resulls. These sourees also provided the prefit and
loss ratios from which the allowances required to translate the
expense ratios into gross mavrgins were derived, The profit and
loss ratios derived for 1936 and 1939 were checked against those
reported for a sample of noncorporate retail jewelry stores in an
unpublished tabulation of income-tax returns,



